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the whole book — the extension of the idea of a universally accepted 
medium of exchange, i.e. gold, to the locally current substitutes 
therefor, which are in effect promises to pay gold. Credit money 
cannot multiply indefinitely without reference to the quantity of gold 
in a country; and Lord Farrer is, therefore, not entirely correct when 
he says that the reserves have " little or no relation to the quantity 
of credit which is said to be, and, in one sense is, based upon them " 
(p. 166). Still less defensible is the statement that " this gold need 
not be in the till of the banker ; it need not be in the pocket of the 
creditor. It need not even be in the country of either, provided that 
there exist the means of procuring it. For the sake of convenience 
a certain quantity of it is kept in the reserves of the bankers " (p. 165). 
That is just the point. This reserve of gold, on which credit is based, 
must be kept on hand, as a guaranty of solvency, not only by banks 
but by individuals also. It is not even sufficient to possess the 
means of procuring it : the gold itself must be immediately available. 
Conclusions upon such subjects, where there is so great a lack of 
accurate statistical data, must be to some extent matters of opinion 
and held subject to revision, but correct views can be obtained only 
when proper distinction is made between the functions of metallic 
money and of credit as media of exchange. The effect of the views 
set forth in this volume upon the question of bimetallism and other 
currency problems is, of course, obvious, and there is no uncertainty 
as to the author's attitude. Lord Farrer has served on the Gold and 
Silver Commission of 1888 and on Lord Herschel's Indian Currency 
Committee in 1893, and is well known as a staunch monometallist. 
This latest volume of his will doubtless prove a formidable weapon 
in the arsenal of American adherents of the gold standard. 

Indiana University. K L - Bogart. 

Report of the Monetary Commission of the Indianapolis Con- 
vention of boards of trade, chambers of commerce, commercial clubs 
and other similar bodies of the United States. By J. Laurence 
Laughlin. Chicago, The University of Chicago Press, 1898. — 
xv, 608 pp. 

The first part of this document is devoted to the history of the 
Indianapolis Monetary Convention and of the action taken on its 
initiative, together with the preliminary report of the Monetary 
Commission and the bill, embodying their views, which was introduced 
into the House of Representatives in January, 1898. The newer 
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portion, or the final report proper, consists of three parts, entitled 
" Metallic Money," " Banking " and " Demand Obligations of the 
Government." The appendices contain a selection of the laws of 
the United States relating to coinage, currency and banking, and a 
collection of statistics of banking and money ; and there are also 
numerous charts and diagrams, as well as a full and careful index. 

It is in this final report that Professor Laughlin and his assistants 
have presented the case for the Monetary Commission's scheme of 
banking and currency reform in an elaborate argument, to which 
history, dogma and criticism, theory and practice have each contrib- 
uted a share. The least pertinent of any chapters, probably, are 
in the third part, and these deal with the effect of inconvertible 
paper issues on wages, prices and the cost of the Civil War. The 
accounts of the United States silver experiment, the national banking 
system and the United States notes are useful historical sketches, 
and provide the basis, in many cases, of the arguments for radical 
change. Some of the theoretical passages are more likely to provoke 
objection. But criticism will be concerned with the nature of the 
dogma adopted rather than with the inclusion of the topic to which 
it relates ; and, after all, such dicta as " value is a ratio " (p. 78), 
" the inefficient or short-sighted person, who fails to take the risks of 
industry and contracts into account, has no ground of appeal to the 
government for assistance" (p. 103), or "there is no special or 
peculiar danger in the issue of notes, not existing in the case of 
deposits " (p. 181), can neither make nor break the argument for a 
project of monetary reform. That the report should cover ground 
which had already been thoroughly worked was only to be expected. 
Both the plan itself and the present effort to justify it can lay a 
better claim to comprehensiveness than to originality in point of 
detail. Not a little has been borrowed from Sound Currency and 
general economic journals ; and there is more or less drawn from 
other contributions to the currency controversy — from sources, too, 
which the compilers have sometimes omitted to cite. 

Taken as a whole, the final report presents an array of considera- 
tions in support of the Indianapolis plan, which are far weightier and 
more nearly convincing than the explanations accompanying it when 
first published. Particularly satisfactory are those parts of the argu- 
ment upon the practical aspects of the plan, as distinguished from 
the principles underlying it, in which the mechanism of redemption 
and the ultimate adequacy of the safety fund are discussed. It is 
not too much to say that the present document is strongest here, 
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where the preliminary report was astonishingly weak. In the light 
of the recent explanation, the proposed system of redemption seems 
likely to be both easy and cheap : easy, because of the wide distribu- 
tion of the sub-treasuries charged with its operation ; cheap, because 
not more than half of the expense will be assessed on the bank 
which demands redemption. In no case will the presenter be obliged 
to pay more than one-tenth per cent (by way of express charges) on 
the value of paper actually redeemed. Under these circumstances, 
therefore, there is an excellent prospect that the competitive return 
of bank notes to their source will be prompt and persistent ; that the 
bank note circulation will possess the elasticity which only a daily 
adjustment to business needs can give ; and that other features of 
the scheme, dependent for their success upon the presence of elasticity 
in the currency, will work as the Commission meant that they should. 
The discussion of convertibility is much strengthened by a chapter 
on the " Movement of Gold," from material furnished by Mr. A. D. 
Noyes. The contention that the bank note guaranty fund will be 
ample provision for the ultimate payment of the paper of failed 
banks, without subjecting the contributories to excessive contingent 
liability, is supported by the most extended and skillful manipulation 
of failed bank returns which has hitherto appeared. 

The measures by which the transition from the present system is 
to be accomplished are dismissed, as a rule, with scant attention. It 
is not made clear, for example, that the suggested changes would 
soon bring the Treasury that relief from demands for gold for export 
purposes, which was indicated in the preliminary report as an object 
of special concern to the Commission. Another peculiarity of the 
longer document is the attitude assumed by the editor towards the 
failure of the existing organization of credit " to secure such a distri- 
bution of the loanable capital of the country, as will tend to equalize 
the rates of interest in all its parts." No fault need be found, it is 
true, with the reasons urged in favor of branch banking and issue 
against general assets, so far as they go; or with the ingenious 
arithmetical proof of the familiar theorem that issue on bond security 
actually diminishes the discounting power which a bank could exert, 
were its engagements as acceptable to its customers in the form of 
book credits as in the form of notes. But chief emphasis is placed 
upon the latter consequence of the present bank act and upon the 
high minimum of required capital, as the causes of the exorbitant 
price of loans in many communities of the United States. Both pre- 
vent the establishment of banks of issue in the " very smallest towns 
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and villages." Compared with the dearth in such communities, the 
scarcity of loanable capital in other markets seems to be thought 
of small importance. As Professor Laughlin argues, "it is in the 
places wholly debarred from banking facilities of any sort, through 
inability to make use of deposits, that the need is greatest " (p. 383). 
Whether the opinion thus expressed is correct depends upon what 
is meant by " great." It might be accepted, perhaps, if their intensity 
alone, and not the expenditure necessary to satisfy them, were to 
govern our estimate of popular needs. Judging by the former prin- 
ciple, however, there would be a greater deficiency of banking facil- 
ities when six borrowers were forced to pay fifteen, than when sixty 
had to pay ten per cent. The doctrine would also oblige us to ignore, 
as the report does ignore, the situation in larger centres of popula- 
tion. There are many cities of the South and the West — cities num- 
bering 25,000 inhabitants and upwards, cities in which neither local 
banks nor considerable supplies of deposit currency are lacking — 
where discount rates of seven to ten per cent, on first-class commercial 
paper, are the usual quotations, while borrowers in the larger markets 
of the East are enjoying rates ranging, in many cases, between three 
and four and a half per cent. So one-sided a discussion of the need 
for branch banking, so incomplete a perception of the benefits to 
which it will conduce, might well suggest views upon the distribution 
of loanable capital in the United States more nearly akin to hasty 
preconception than to thorough knowledge of the facts. 

New York. R - M - Breckenridge. 

La Bancarotta: Esposizione teorico-pratica e contribute per una 
riforma legislative Un volume della Collezione Studi giuridici e 
politici. Di Silvio Longhi. Milano, Ulrico Hoepli, 1898 — 363 pp. 

The object of this monograph is to propose certain reforms in bank- 
ruptcy, as regulated by the Italian Commercial Code of 1882. In his 
introduction, after a brief critical review of the existing Italian legis- 
lation upon bankruptcy, the author states the two problems — one 
legal, the other economic — for which he is seeking solutions. His 
method is historical and comparative, as well as critical. In the his- 
torical part of his introduction he traces the origin and evolution of 
bankruptcy from the Roman period, down through the Middle Ages, 
to European legislation prior to the French Revolution. The intro- 
duction concludes with a very brief comparative sketch of European 
legislation since the French Revolution, which he classifies into three 



